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SUMMARY 

 

The world iron ore market in 2010 was dominated by an unexpectedly quick resurge 

in production, export and import, after the stimuli packages of the 2009 crisis took root and 

gave effect. A new all time high for iron ore production was reached at 1828.5 Mt. which 

grew by 17.6 % over 2009 level and well above the 2008 previous high of 1682 Mt. Output 

increased in most regions and countries except Africa and Asia excluding China, where 

production in 2010 remained more or less constant. Europe and North America (Canada and 

United States) experienced the highest growth rates approaching 50 %. Among the major 

producers Australian, Brazilian and Chinese production was increased by 9.8, 23.0 and 

41.6 % respectively while Indian production declined somewhat. Global production in the 

first half of 2011 amounted to 940.6 Mt - a 7.1% increase compared to the same period of 

2010.  

 

In 2010, international iron ore trade reached a new record level as exports increased 

for the ninth year in a row and reached 1071 Mt, up 13 %. The increase was the result of 

higher demand from most countries in the wake of the recession. Australia`s export increased 

by 11 % to 403 Mt. With important markets in Europe and the Americas picking up pace, 

Brazilian exports, which fell in 2009, turned around and increased 17% to 311 Mt. Indian 

exports fell for the first time in eleven years but the country is still, at 96 Mt the third most 

important exporter. In 6 months of this year global exports amounted to 498.2 Mt, 

demonstrating only a slight 2.1% increase in comparison to January-June of 2010. 

 

In 2010 world iron ore imports amounted to 1048, 5 Mt, however, most countries 

have not reached their import levels of 2008. China remains to be the world’s largest importer 

with 619 Mt in 2010, a slight decrease compared to 2009, which represented almost 60% of 

total world imports. Almost everywhere else, imports rose. In the first half of 2011, imports 

was 542.0 Mt. a 7.2% growth to 6 months of 2010. 

 

Representative spot freight rates in 2010 generally demonstrated falling trend with 

minimums noted in July for all directions, slightly recovering afterwards. Spot freight rates in 

US dollars were growing in 9 months of this year for all directions: 

Australia-Japan and Australia-China - from 6.9 in January to 11.1 in September; 

Brazil-Japan and Brazil-China - respectively from 18.2 to 27.5; Brazil to Europe - from 8.5 to 

13.8; and Australia to Europe - from 11.8 $US to 14.6 $US. 

  

During 2010, the end of the annual benchmark pricing system was confirmed. The 

impact of its disappearance on market transparency is mixed. On the one hand, there is very 

little information about prices actually agreed by identified parties. Full details about, for 

instance, the quarterly pricing system used by Vale, have still not been published, although 

the prices applied are relatively widely known. On the other hand, the introduction of at least 

three competing price indices (Metal Bulletin, Platts and The Steel Index) has made it 

somewhat easier for market participants to judge which way prices are moving.  

 

Hedging opportunities have multiplied rapidly and there are now several market 

places for the clearing of OTC iron ore swaps. Two existing futures contracts for iron ore (at 

the Indian Commodity Exchange (ICEX) and the Multi Commodity Exchange of India 

(MCX)) will shortly be joined by a third, at the Singapore Mercantile Exchange (SMX), 

which will provide additional hedging opportunities as well as a possibility for investors to 

participate, something that should improve market liquidity and give better assurance to 

hedgers. In spite of the rapid growth in the range of possible derivatives trades, both iron ore 

mining companies and steel mills have so far been relatively slow to start using the hedging 



facilities. Based on experiences from other markets, however, it is likely that modern price 

risk management will play an increasingly important role also in the iron ore market.  

 

Except for a short decline in April-June 2010, spot prices in China have increased 

almost continuously since early 2009. During the first half of 2011, prices have stagnated 

somewhat, although they remain at levels that must be characterized as extremely high in a 

historical perspective.   

 

The three largest companies, Vale, Rio Tinto and BHP Billiton together controlled 

35.0 % of world production in 2010. Their market share is still lower than the peak in 2005 at 

36.4 %. The decline is the result of new production being started in many countries as the iron 

ore prices returned to its previous high levels and in particular many of the small Chinese 

producers restarted their production in late 2009 and early 2010. Brazilian Vale has once 

again consolidated its position as the world’s largest iron ore producer by increasing output by 

54 Mt to reach an all time high at 309 Mt and a market share of 16.9 %. The challenges to its 

position as the industry leader are fenced off at least for the time being. Number two Rio 

Tinto has a market share of 9.9 %. BHP Billiton increased its production by 12 Mt to reach 

149 Mt. 

 

Corporate concentration in the iron ore industry at the level of the largest company 

increased, while it decreased marginally both at the level of the three largest and the ten 

largest companies. The trend between 2005 and 2008 of decreasing concentration has been 

broken and we see a consolidation among the top 10 producers. Corporate concentration will 

resume its growth when prices fall and the many small Chinese producers are forced to close, 

and the Great Chinese Shakeout, which was started in 2008, continues. Corporate control over 

the market, if measured by the global seaborne trade of the leading companies, demonstrates 

that their shares are considerably higher than measured at the production stage. Vale alone 

controls 26 % of the total world market for seaborne iron ore and the three largest companies 

control 58 %. When also the market shares of Rio Tinto and BHP Billiton decreased in 2010, 

the share controlled by the “Big 3” fell from 60 % in 2009 to 58 % in 2010.  

 

New iron ore mining capacity taken into operation in 2010, as identified at the 

individual project level, reached 90 Mt globally. This is up by 25 Mt compared to the 2009 

figure. The total project pipeline in May 2011 contains 815 Mt of new production capacity to 

come on stream between 2011 and 2013. Of this total, around 340 Mt falls into the category 

“certain”, 195 Mt “probable” and 280 Mt “possible”. In spite of the uncertainties of each 

individual project it may be assumed that at least 500 Mt and probably over 600 Mt of new 

capacity will come on stream in the period to and including 2013.  In the 3-year period after 

2013, more than 325 Mt of additional iron ore capacity is listed with a completion date. Given 

the present circumstances with extreme optimism in the market most of the projects in the 

pipeline will be taken forward and many new ones will be announced.  

 

Outlook. The world economic outlook remains uncertain and looks less favorable 

than at this time last year. The increase in 2010 was higher than expected, due to the 

unexpectedly good performance of the world economy.   

 

The Chinese dominance has now become even more massive. It seems as if the 

Chinese economy is capable of changing direction towards endogenous growth and is in the 

process of doing so, which means that it will be less dependent on growing world demand for 

its manufactures exports. Domestic Chinese iron ore production is highly sensitive to prices 

and will probably not be able to increase output much beyond present levels and it will fall 

precipitously when iron ore prices start to fall. 

 

When considering the future of iron ore pricing it is important to understand that most 

iron ore is still sold on long term contracts and that buying iron ore is not like buying other 



metal concentrates. One of the most important considerations for steel mills is the consistency 

of quality of the iron ore. The full effects of the new pricing mechanisms are not clear but it is 

unlikely that the new model should have any major effect on price levels. It is however clear 

that volatility will increase. Moreover, steel companies from all parts of the world will have 

added incentive to increase captive production. Chinese steel mills will invest heavily in both 

domestic and overseas projects. The contradictions building between the “Big 3” and the 

Chinese will not be resolved in the near future. It will most likely take a few years to settle 

them and the end could very well be quite dramatic. 

 

In spite of a massive pipeline of investment projects, the market will remain tight 

over the next couple of years because the large iron ore producers can implement their 

expansion plans with a great deal of flexibility, and a considerable segment of the Chinese 

iron ore mining industry, probably as much as 200 Mt in annual capacity, would close if 

prices were to fall much below present levels. Accordingly, we believe that while the market 

is certainly moving towards a balanced supply and demand situation, equilibrium will only be 

reached in 2013 at the earliest, and quite possibly beyond that date. We estimate that iron ore 

use will increase from 1,818 million tons in 2010 to about 1,910 million tons in 2011 and 

1990 Mt in 2012.  

 

Prices, while declining slowly, will stay sufficiently high to keep the Chinese iron ore 

mining industry operating at lower, but not disastrously low levels of output. Thus, prices will 

remain at levels that must be considered high from a historical perspective, with a floor at 

around 110-120 USD/ton delivered in China.  

 


